a ade X 











ORR Thee. 9 











The EXCHANGE 


Volume X, Number 12 > December, 1949 


A MAGAZINE OF THE 
FINANCIAL COMMUNITY 


Tue ExcHAnceE is a monthly publication of the New York 


Stock Exchange. Editorial Offices, 11 Wall St., N. Y. 5, N. Y. 
Telephone HAnover 2-4200. Subscription price $1.00 a year. 



















































































* MONTHLY Stam 1-13 1:2 * 
NEW YORK STOCK EXCHANGE 1949 1948 
MONTH END DATA November October | September November 
P 
| 
— = erase: | 
Shares Listed aie (Mil) | 2,152 2,145 | 2,162 2,011 
Market Value of Listed Shares . (Mil.$) | 73,175 72,631 | 70,700 65,466 
Par Value of Bonds Listed . (Mil.$) | 129,854 | 129,870 | 129,874 131,426 
Market Value of Listed Bonds . (Mil.$) | = 132,445 | 132,221 132,210 131,234 
Market Value of All Listed Securities . (Mil. $) 205,620 | 204,852 aeeatian wae 
Stock Issues Listed (No.) 1,457 1,452 1,460 1,416 
Bond Issues Listed . : (No.) 918 917 923 908 
Total Stock and/or Bond Issuers . (No.) 1,250 1,251 1,251 1,229 
Stock Price Index (12/31/24=100) AB (%) 76.2 | 75.9 73.1 71.4 
Flat Average Price—All Stock Issues A ($) 13.96 | 43.75 43.37 42.68 
Shares: Market Value — Shares Listed A ($) 34.01 | 33.86 32.70 32.56 
Bonds: Market Value — Par Value A . ($) 102.00 | 101.81 101.80 99.85 
a - : 
Member Borrowings on U. S. Govt. Issues (Mil. $) 115 | — | 143 tis 
Member Borrowings on Other Collateral (Mil. $) hai 420, | 430 229 
Per Cent of Market Value of Listed Shares (%) 0.64 | 0.58 | 0.61 — 
4 797 47 
Member Borrowings—Total (Mil. $) 380 me | 573 ‘ 
N. Y. S. E. Members’ Branch Offices (No.) 1,000 971 | 962 wae 
~ ja = 2.732 
Total Non-Member Correspondent Offices (No.) 2,81 20> | +aee ss 
| = - a 
Customers’ Net Debit Balances C ; (Mil. $) 815 = ro — 
Credit Ext. on U. S. Govt. Obligations (Mil. $) a. | on Be Ries 
Customers’ Free Credit Balances C . (Mil. $) ao - | 7 : 
DATA FOR FULL MONTH 
Reported Share Volume . (Thou.) | 27,244 28,891 | 23,837 28,319 
Ratio to Listed Shares (%) 1.27 1.34 | 1.10 1.41 
Daily Average (Thou.) | 1,297 | 1,284 | 1,135 1,349 
Total Share Volume (Incl. Odd Lots) D (Thou.) | 36,443 | 36,071 | 29,617 36,248 
Money Value of Total Share Sales D (Thou. $) | 1,035,058 | 905,375 729,131 969,581 
Reported Bond Volume (Par Value) (Thou. $) 74,692 63,934 55,413 74,537 
Ratio to Par Value of Listed Bonds (%) .058 049 042 057 
Daily Average (Thou. $) 3,557 2,842 2,639 3,549 
Total Bond Volume (Par Value) D (Thou. $) 79,064 | 64,706 | 55,721 83,409 
Money Value of Total Bond Sales D (Thou. $) 60,157 | 47,938 | 14,469 59,386 
N. Y. S. E. Memberships Transferred (No.) 3 4 | 3 5 
Average Price ($) 46,000 | 48,250 | 46,500 52,333 
12/15/49 | 11/15/49 | 10/14/49 12/15/48 
Shares in Short Interest D (Thou.) | 2,206 | 2,230 1,027 
| 














Based on issues listed at the end of each month; such issues 
and/or their amounts vary from month to month. 


-Adjusted for split-ups, split-downs, and stock dividends but 


NOT for new listings or suspensions. 


D—Based on ledger dates. 


FRONT 


COVER BY H. 


C—Reported only by member firms which carry margin accounts. 
Excludes accounts carried for member firms which are mem- 
bers of national securities exchanges and for general partners 
of such firms. 
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Curtain Raiser 


for the 1950 


Stock Market 


By 


IGNS of business recession had ap- 

peared in many directions during the 
first six months of 1949 and the Dow, 
Jones & Co. industrial average had re- 
ceded to the lowest level in some years at 
161.16. Growing unemployment and a fall 
in production were arrested by quick ac- 
tion by Washington which abandoned its 
demands for higher taxes in its concern 
lest we have deflation. 

In fairly quick succession 50 per cent 
margins were restored on stocks; Federal 
system member bank reserve requirements 
were reduced; interest rates became 
easier. The lid was lifted on credit expan- 
sion and bonds started to advance. Long- 
term Governments which previously had 
to be supported at par 


Edward L. Barnes 


much profit-taking and will afford an in- 
teresting test of the market’s technical 
strength during the first quarter of 1950. 

Although comment about the state of 
the securities market requires qualification 
at any time—so sensitive a market can, 
and frequently does, reflect abrupt changes 
of investment sentiment—the mid-Decem- 
ber setting appears to be stable. Stability, 
recording confidence, usually offers re- 
sistance to a transient selling movement. 
And stability is the word to use in de- 
scribing an outstanding feature of the 
market during most of this year. 

In seeking a sign for guidance into the 
new year, it is logical to refer to the 
sturdy manner with which common stocks 

have stood up to a va- 





rose to a considerable 
premium. High stock 
yields became so far 
out of line with falling 
bond yields that an up- 
ward readjustment of 
stock prices became 
more or less automatic. 

This is the situation 
in which we find the 
market at the present 


writing. Stocks pur- 
chased around the low 
prices of 1949 will 





By Way of a 1950 
Prediction 


The unbalanced Federal 
budget, the renewed upward 
trend in the national debt, the 
persistent pressure of organ- 
ized labor for higher wages 
and other benefits, the force- 
ful opposition by various mon- 
etary authorities to a return 
to the gold standard, and 
prospects for good dividends, 
constitute top-drawer reasons 
for retaining selected com- 


riety of unfavorable 
factors in 1949. Some 
have here been referred 
to and recollection will 
supply others. 

To predict that 1950 
will be a year of wide 
departure from the rel- 
atively narrow swings 
to which the younger 
generation of investors 
has grown accustomed 
might hit the nail on 


the head. A basis for 





have become long-term mon stock —_ representation forecasting either a 
holdings in January or through the coming year. rampant bull swing in 
February. The situa- EDWARD L. BARNES the coming _ twelve 
tion could lead to months or a serious 






















































bear trend is not clear-cut at present. 
Hence, while there may be no urgency in 
bidding for stocks on top of the 30-point 
rise of the averages since last June, this is 
a problem which must be decided by each 
investor for himself—the action taken in 
large part depending on the degree of 
risk already assumed in securities and 
other assets. 

The Federal Reserve Board index of in- 
dustrial production seems likely to hover 
fairly close to the 175-180 average dur- 
ing 1950. The U. S. Labor Bureau’s index 
of wholesale commodity prices probably 
will average in the vicinity of 145-150 
(1926 equals 100). This would compare 
with a commodity price level of 121 for 
1946 and with a high average of 165 in 
1948. 

Production and prices are expected to 
hold at sufficiently high levels to yield fair 
profits for efliciently operated large cor- 
porations and protect the going level of 
dividends. Incidentally, even if business 
profits in the aggregate should be some- 
what lower in 1950 than in 1949, total 
corporate dividend payments need not 
necessarily decline. 


Earnings Ploughed Back 


In the first place, American business 
has retained an unusually large propor- 
tion of earnings ever since the start of the 
war, to help finance plant expansion and 
meet high tax requirements. From now 
on, with productive capacity restored to 
something _ like stockholders 
should receive a more generous percent- 


normal, 


age of profits. 

Dividend yields on common stocks now 
average about 7 per cent, or around 2.8 
times the return on highest grade bonds. 
In this unusual relationship there is much 
encouragement for the bulls on stocks. 
Even if business and profits should fall 
off rather sharply in the coming twelve 
months, and if dividends recede from the 
current level, no violent downward re- 
adjustment of common stock prices would 
be called for. 

The strange fact is that stocks have not 
at any time since the end of the war (ex- 
cept for a brief spell in 1946) sold as 
high as earnings and dividends would jus- 
tify, if we apply the yardstick of some 
former years when ten-times-earnings or 
twenty-times-the-dividend (5 per cent 
basis) were considered normal. Bearing 
in mind that it is the policy of the United 
States Treasury to keep money rates low, 
the failure of stock prices to adjust to the 


9 


prospect of a long period of cheap money 
is one of the many imponderables pre- 
sented by this market cycle. 

In other years, far back, when money 
rates were twice as high as at present, 
stocks were more highly prized at much 
lower yields than exist today. The cur- 
rent burden of heavy and unequal taxa- 
tion is part of the explanation, but for 
the small investor who obviously needs 
all possible income, selected listed stocks 
are mighty attractive for 1950 regard- 
less whether the forecast is bullish or 
bearish. As a matter of fact, much harm 
is done the cause of promoting wider pub- 
lic ownership of stocks by the confusing 
flow of economic forecasts, good and bad. 
Tyros in the art of investment must gain 
the impression that there is no use buy- 
ing or owning stocks unless, or until. the 
future is crystal clear 
Observe the following record of annual 
cash dividends paid on the common stock 
of a corporation listed on the New York 
Stock Exchange: 


which it rarely is. 


Year Cash Dividends 
Se ee $ 990.000 
i. eres 1.443.433 
ee 2.896.016 
tcl neray 2,896,016 
RO cs oteigsleteseracatere 2.896.016 
RRs 36 cienwa uments 2.896.016 
ree 2.893.549 
eee 2.886.148 
a) ee 2.886.148 
ee 2.886.148 
eee ee ere 2.886.148 
Te 3.463.377 
NS a wien hese 5,411,527 
A ea eee 5.772.296 


Think of the hundreds of ups and 
downs the stock market has had since 
1936: the thousands of bullish or bearish 
forecasts published: the wide swings in 
the business cycle; the impact of war: the 
changes in domestic and world political 
affairs in the 14 years under review. and 
then ponder whether it is not worth while 
from an income standpoint to possess a 
common stock interest in any prosperous 
and growing concern. 

Certainly, it was not essential in the 
case cited (and this is but one of many 
that could be offered) to know whether 
a bull or bear market was around the cor- 
ner. The real investors who stayed with 
the stock through thick and thin received 
income year in and year out. Better still 
they enjoyed intermittent increases which, 
by 1949, had snowballed to nearly six 


times the 1936 distribution. Last but not 
least the stock appreciated in value. 

Returning to the theme of this article, 
the common stock investment outlook for 
1950, one need be less concerned over in- 
ability to foresee the tops and bottoms of 
the market a month or 12 months ahead 
than with the merits or weaknesses of in- 
dividual companies. To invest successfully 
for 1950, or any other year, one must 
possess a knowledge of comparative val- 
ues: must be conversant with trends and 
profits in the industries to which capital 
is directed, and must exercise great self. 
discipline in the timing and selection of 
purchases. 


Time Will Tell 


Whether 1950 will go down in market 
history as a bull or bear year must remain 
an open question until more time has 
elapsed. The probabilities are that many 
people deprive themselves of needed in- 
come by waiting for oft predicted bear 
markets which seldom materialize as 
scheduled. Perhaps the strongest argu- 
ment against the prospect of a real bear 
market developing in the immediate future 
is the tenacity with which investors will 
cling to equities as a hedge against de- 
creasing purchasing power of our irre- 
deemable paper currency. Moreover, no 
speculative boom has taken place in 
stocks for many years. The market has re- 
mained pretty much in a cash and carry 
status, even though margin buying is 
again allowed on a reasonable basis. 

The Truman Administration takes the 
position that Government expenditures 
cannot be cut and that the only logical 
procedure is to increase taxes. Some Ad- 
ministration contend _ that 
budget-balancing is not a problem to be 


spokesmen 


solved on a year to year basis, but on a 
long term or cyclical schedule. Other 
apologists for the debts and taxes we are 
amassing for ourselves and future gen- 
erations have within recent months gone 
to great lengths to explain why a return to 
the gold coin standard would be unde- 
sirable. Investors must be increasingly on 
guard in 1950 and subsequent years lest 
the fruits of their labor be insidiously 
pilfered by dollars of changing value. 
More disturbing than the arguments 
that it would be unwise for American 
citizens to own currency convertible into 
gold, is the fact that since this right was 
denied in the early days of the New Deal. 
commodity prices at wholesale have 
(Continued on page 8) 
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The investor in stocks real- 






izes that future dividends 
le, a 
: must inevitably reflect the 
0 : : 
vs ' ebb and flow of business 
of activity; some years will pro- 
duce more in dividends than 
ad : : 
. . others. Yet the past record is 
lly Investit lg In Stocks constructive im showing that 
a these companies have suc- 
al ceeded, over a long stretch of time, in 
ae managing their affairs so as to yield in- 
x For Income Every Month nanaging their affairs so as to 
“ come to their owners in every year. 
if Progressing to the $2,200 investment. 
of the six stocks making up this exhibit show 


an over-all yield of 5.9 per cent. The 
owner of this schedule of stocks could ex- 
pect to receive a dividend check twice 

















. e . 

« | Sample portfolios show opportunities meee: Seanaiees ie: yor: meetax Se 
iia present schedule of payments. While the 
1as for S acing out dividend income vield of this middle exhibit is slightly 
si 'P : higher than that of the three-stock invest- 
rte r the ear ment, this is merely coincidence. Since the 
ae ove J exhibits have been drawn up for purposes 
ad of illustration only, individual stocks may 
ma easily be interchanged among the groups. 
ie For example, if 20 shares of Detroit Edi- 
nee L. SHAPING their investment plans, an the first exhibit in the accompanying son common were substituted in the first 
vill objective which many investors keep table shows that by diversifying in only group in place of 10 shares of Union Car- 
, . . . . . . * . . ° 
rH in mind is an even distribution of divi- three common stocks—the sample issues bide & Carbon common, the yield on the 
a dend income throughout the year. From are Union Carbide & Carbon, Washing- $1.000 investment would be raised ap- 
we among the more than 850 dividend-pay- ton Gas Light and Bristol-Myers—a divi- _ preciably. 
in ing common stocks on the New York dend check may be received each month Yield of 6.7 Per Cent 

' si ae ae ield of 6.7 Per Cen 
i Stock Exchange, which in a majority of — of the year. The yield on the “package” of 
peel cases distribute dividends quarterly, it is three stocks is 5.2 per cent. An unbroken The final exhibit in the series, involv- 

.. possible to set up a wide variety of stock record of annual dividend payments ex- ing an investment of close to $5,000, re- 

; portfolios which will provide the investor _ tends as far back as 1852 for Washington turns an average yield of 6.7 per cent at 
ie with a monthly, or even semi-monthly, in- Gas Light Co., and to 1900 for Bristol- recent share prices. Here again, it would 
ee come. Myers Co, All 15 of the stocks included in _ be entirely possible to shift stocks around. 
‘eal Limiting the choice to companies which _ the three exhibits have paid dividends for to suit the needs of the individual inves- 
Ad have a history of long-continued payments at least 20 consecutive years. (Continued on page 12) 
nae on their common issues, through times of 

‘ war and of peace, times of boom and 

be ; : : 
bye times of depression, the table at the right 
her presents for the study of investors three Sample Groups of Common Stocks and Income Return 
on exhibits of sample stock groups represent- he. ef pital en deine “aa 

" ing investments of approximately $1.000. Shares Dividend Payment Dates Cost Dividends Yield Began 
ren- " ; i 

, $2,200 and $4,900. 10 Union Carb. & Carb... Jan. 1, Apr. 1, July 1, Oct. 1 $ 450 $20.00 4.4% 1918 
- q as mY 10 Washington Gas Let.. Feb. 1, May 1, August 1, Nov. 1 250 15.00 6.0 1852 
_ Seek a “Second Income 10 Bristol-Myers ....... Mar. 1, June 1, Sept. 1, Dec. 1 280 16.00 5.7 1900 
de- : ; ; -_ — 

It is to be emphasized that the presenta- $ 980 $51.00 5.2 
on : es . 
ne tion of the dividends and yields of the 15 Detroit Edison ...... Jan. 15, Apr. 15, July 15, Oct. 15 $ 330 © $ 18.00 5.5" 1909 
isly total of 15 stocks which make up the three 15 Parke, Davis ........ Jan. 31, Apr. 30, July 31, Oct. 31 555 21.00 3.8 1878 
ie groups is in no way a recommendation for 1S: Best & Co, 2.2.00. Feb. 15, May 15, Aug. 15, Nov. 15 105 30.00 7.4 1924 

‘ the purchase, sale or retention of any of 15 Amer, Safety Razor.. Feb. 28, May 31, Aug. 31, Nov. 30 128 7.50 5.9 1922 
— the securities. Rather it is published in 15 Consolidated Edison... Mar. 15, June 15, Sept. 15. Dec. 15 105 24.00 5.9 1885 
ox response to requests which have come in 15 Granite City Steel... Mar. 31, June 30, Sept. 30, Dec. 23 390 30.00 a4 1928 
into . a 

a lrom readers of THE EXCHANGE asking $2.213 $130.50 5.9" 

was : . . 

eal wd information on investment methods 25 Firestone Tire 8 Rub. Jan, 20, Apr. 20, July 20, Oct. 20 $1,275 $100.00 7.8" 1924 
rae which will produce a regularly recurring 25 Air Reduction ...... Jan. 25, Apr. 25, July 25, Oct. 25 55 25.00 4.5 1917 
income from common stocks with which 25 Melville Shoe ....... Feb. 1, May 1, Aug. 1, Nov. 1. 600 45.00 7.5 1916 
to supplement their wages or salaries. 25 Cincinnati G. & E.... Feb. 15, May 15, Aug. 15, Nov. 15 800 35.00 4.4 1853 
To answer by wav of specific example, 25 Champion Pap. & Fib. Mar. 1, June 1, Sept. 1, Dec. 1 725 50.00 6.9 1915 
25 Amer.-Hawaiian S.S..._ Mar. 14, June 14, Sept. 14. Dec. 14 75 75.00 tad. 1929 

$4.925 $330.00 6.7% 











—— Stocks’ Rewards 
TO INVESTORS 
WHO BUY AND HOLD! 


Exhibit of Selected 
List Held Through 
A Troubled Decade 
Reveals Merit of 


e6é Bp) 99 p) Ps " = 
Long-Pull’ Programs 


OES it pay to buy and hold a care- 
fully selected, diversified list of 
common stocks? Does it pay in terms of 
additional income? In terms of capital 
protection? 

To explore the field opened by these 
questions, the accompanying statistics are 
offered. They cover a 10-year period 
which has been about as difficult as any 
similar stretch in American history. 

The portfolio of 10 common stocks 
listed on the New York Stock Exchange 
includes several “gilt-edged” issues with 
long records of consecutive annual divi- 
dends as well as others with a less im- 
pressive dividend story. It contains stocks 
that are volatile in price swings, and some 


that range over smaller price areas dur- 
ing a year. The diversification by indus- 
tries is wide, of a scope that ordinary dis- 
cretion would suggest. 

The stocks are named merely for illus- 
trative purposes— other arrangements 
would easily be made, comprised of other 
stocks. The selection fully considers cash 
income and opportunities for capital gain 
as well as chance of capital depreciation. 


Long Records 


Four of the stocks have paid uninter- 
rupted annual dividends from 46 to 69 
years. Five have paid without a lapse in 
any year from 15 to 38 years. The tenth, 
United States Steel, whose dividend an- 
nals are less extensive, was chosen as rep- 
resentative of its industry. 

The statistics review investments made 
in 1939 and retained, with shares deriv- 
ing from split-ups added to the portfolio. 
To assure price continuity, the conven- 


tional method of “adjusting” prices for 
splits is reversed: that is, after the dates 
when share divisions occurred in du Pont. 
Sears, Roebuck, Union Carbide and U. S. 
Steel, continuity is maintained by multi- 
plying the stock prices by the number oj 
shares into which the old shares were di- 
vided, 

The price records, as will be noted, de- 
tail the highs and lows and average of 
each year. The average valuation repre- 
sents a year’s high and low prices added 
together and divided by 2. Thus, assum- 
ing that an investor acquired one share 
each of the stocks in the portfolio, the 
cost would have been—at the high, $953.- 
88; at the low, $678; at the average 
price, $816.25. Through Dec. 8, 1949, ten 
years later, the market appraisal of the 
10 stocks was: at the high of the year. 
$1,184.13; at the low, $902.38; at the 
average of high and low, $1,043.63. 

For purposes of this discussion, it is 





Price Ranges of 10 Representative Common Stocks on N. Y. Stock Exchange for Current Decade 





AMERICAN E. I. pu Pont GENERAL GENERAL 
Te. & TEL. Co. Coca-Cora Co. DE Nemours & Co. (A) ELEctric Co. Motors Co. 

High» ie Aver. % “High Low Aver. High = rem Aver. ? High “ae Aver. “High | "as Aver. 
1939... 171%) 148 159% 133 105 119 188%, 126% 157% 4454 31 37% 56%, 363% 4656 
1940... 175% 145 160% 131 991, 115% 18914 146%, 167% 41 26% 335% 5636 37% 46% 
1941... 168% 115% 142 106 78 92 164% 136% 150% 35% 243% 30 484%, 2856 385% 
1942... 134% 1014 += 118 92 5614 7414 144 1023, 123% 30% 21%, 26% 4456 30 37% 
1943... 158% 127% # 142% 123 88 10514 159% §=134 146% 39% 30% 353% 56 441% 50% 
1944... 166% 156 16144 146% 111 128% 16214 137 149% 40% 35 37% 66 51%, = 58% 
1945 ... 196% 157 176% 183 130 156% 192%, 155 173% 4956 37% 4334 171% 62 70 
1946... 260% 159% §=©180 200 130 165 227 161 194 52 33 4234 80%6 4734 6446 
1947 . . . 17434, 1493, 162% 191% =141 16644 197 173 185 39% 32 36 65% 51% 58% 
1948... 158% 147% 153% 183 134%, 158% 188% =: 164 176% 43 31% 3736 66 50, 58% 
1949 150% 138 144% 172 12444 148% 255 172%, 213% 4136 34 3734 7234 51% 623 


(thru 12/8) 


Note: To maintain continuity of prices in issues which have been split, the prices after the split have been multiplied by the number of new shares received in exchange 
for one old share. For example, du Pont’s 1949 prices after the split-up have been multiplied by four. 
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reasonable to center attention upon the 
average price. Investors seldom pay the 
highest or the lowest price of the day when 
an investment is made, and while an exact 
average would be as difficult to get, av- 
erages are the most practical for use in 
tracing progress or regression of a group 
of stocks. 


Brief History 


Kor study of the portfolio, the market 
background of a troubled decade might 
be sketched briefly. The list of stocks was 
arranged during the year which saw 
World War II begin. Hitler’s troops 
started their march into Poland in Sep- 
tember. Munitions orders from England 
enlarged American industrial production 
in 1940 and 1941, as did our own de- 
fense preparations. In December, 1941. 
the United States was bombed into 
the conflict; and intensified demand for 
our defense materials increased indus- 
trial activity heavily. A great uncertainty 
affected investment plans. The stock mar- 
ket reached a low level in 1942 which 
has not been approached since. 

As the end of the war obviously drew 
near in the spring of 1945, after three 
years of stock market recovery and in- 
creased dividend payments, predictions of 
heavy unemployment to follow war’s end 
again clouded the investment atmosphere. 
\lthough speculation remained under suf- 
ficient momentum to carry common stocks 
upward until May, 1946, investor per- 
plexity continued. 

Could dividends be maintained if busi- 
ness volume fell off? Dividend yields had. 
in late 1945 and early 1946. been edged 


downward by rising prices for stocks: the 
median yield of dividend paying com- 
mon stocks on the New York Stock Ex- 
change receded to 3.6 per cent in 1945, 
compared with 7.8 per cent in 1942. 
This trend of itself was enough to nudge 
less determined investors out of their 
holdings, offering a temptation to con- 
vert paper gains into cash. 

How could the immense cost of the war 
be liquidated should retreating business 
force a fall in tax collections? Would un- 
employment be sufficient to cause a return 
to the pinched days of the 1930s? What 
would happen to the expanded industrial 
establishment, in which the corporations 
had invested huge sums in addition to the 
similar employment of tax money—money 
to remain largely unproductive if a severe 
business recession should eventuate? 


Sentiment Reversed 


The actual antidote to apprehension is 
now history. Expansion instead of con- 
traction occurred; but there were intense 
periods of investor uncertainty which, 
emotionally, influenced many of the less 
tenacious to dispose of common stocks be- 
fore the post-war upswing got under way. 

Let’s see what occurred among the in- 
vestments referred to in this survey. 

Take the $816.25 ‘unit previously men- 
tioned—the total cost of one share each of 
the 10 stocks bought in 1939 and re- 
tained. As a base for tracing the diversi- 
fied list’s performance let it be repre- 
sented by 100. In the market decline 
which followed, the composite price de- 
clined to 87 in 1941; at the average of 
1942. the market value was down to 74.8: 


at the average of 1943, it was back to 93 
—to 103.2 in 1944 and to 135.6 in 1946. 

Expressed percentage-wise, the invest- 
ment’s market value had receded 13 per 
cent in 1941 and in 1942 it was down 25.2 
per cent. In 1943, the recession from cost 
was 7 per cent; in 1944 it stood 3.2 per 
cent above cost and in 1946, the invest- 
ment showed a gain of 35.6 per cent 
above cost. 


Capital Gain 


The portfolio’s market value receded 
thereafter to 24.4 per cent above cost at 
the average price of 1947. The diversified 
list of stocks—cost of one share each. 
$816.25—was valued, at the 1947 av- 
erage, at $1,015.75. As of Dec. 8, this 
year, the portfolio showed a capital gain 
of 27.9 per cent on the average of 1939 
high and low prices. 

The worth of diversification in such 
an investment could be demonstrated by 
comparisons between average 1939 prices 
of individual stocks and the market price 
of those stocks on Dec. 8, 1949. 
American Telephone & Telegraph had 
receded from 15954 to 14854, whereas 
Coca-Cola had advanced from 119 to 
16084: General Motors from 46°% to 69: 
Kennecott Copper from 3714 to 51; Wool- 
worth from 4314 to 475¢. From average 
cost in 1939 to closing prices of the full 
list on Dec. 8, the market appraisal scored 
a rise of 40.4 per cent. 

The reward of persistent holding would 
be recorded additionally in an above- 
average yield through cash dividends. 
Considering the unit of $816.25 invested 

(Continued on page 10) 





Price Ranges of 10 Representative Common Stocks on N. Y. 











Stock Exchange for Current Decade 





KENNECOTT Sears, ROEBUCK Union Carsive & U. S. STEEL 
Copper Corp. & Co. (B) CarBon Corp. (C) Corp. (D) F. W. Woo_wortu Co. 

High rapt Aver. ¥ High 7 gore _ Aver. - High | pani a“ Aver. ; : High | ~— it High : Prog Aver. 
mee . ks 161, 28 37% 85% 60% 73% 9414 6514 79% 8234 415% 6214 50%6 36 431% 
me... 38% 24% 31% 88 61% 7456 8836 59% 74% 7614 42 59% 42% 30 361% 
1941... 39%, 30% 35% 78% 491, 64% 79% = 60 70 70%, 47 58% 344%, 23144 =: 28% 
1942... «637% «= 26%%—Sts«é=3822 62% 43% 53 83 58 701%, 55%, 444%, 50 31 214, 26% 
ae 35% 285% 32%4 9036 59% 75 8636 76% 814 5936 4736 53% 42% 30% 36% 
ae 3736 2934 335% 106% 84 953% 8234 76 7934 637% 50% 57% 443, 36% 405% 
a 51 35%4 431% 160 9954 129% 102144 78, 901% 8534 5856 724% 5334 105, 47 
ee 6014 41 505% 198144 141 16934 125 88 10614 9736 65% 8144 621, 1334 53% 
el ss % 52 41% 46% 163 120%, 141% 11034 891, 100 80 6156 10% 53 43 48 
a 60% 42% 515% 173 127 150 12934 93%, 111% 7% 673% 1744 49% 41% 45% 
1949... (565% 2S 40 48% 173% «135% )—sd1544%__—~—ié‘iz8THRsd20W_—= 11K 783%, 603%, 69% 49544 467% 


(thru 12/8) 


(A) Split-up 4 for 1, 6-16-49. (B) Split-up 4 for 1, 10-23-45. (C) Split-up 3 for 1, 5-17-48. (D) Split-up 3 for 1, 6-3-49. 

















With 8 of 10 Common Stocks on the New York Stock kychai 


making payments, seekers can obtain Current Inco 


i tee common. stock investor's search 


for “growth companies” 
for material to work with. 


never lacks 
Nevertheless. 
corporate history discloses periods since 
1900, a convenient milestone year along 
the path of industrial development. when 
the patient holding of stocks chosen be- 
cause of the growth germ detected in them 
has been long and tedious for investors 
and speculators alike. 

The present plateau of earnings which 
enables about 85 per cent of the companies 
listed on the New York Stock Exchange 
to pay dividends affords 
growth seekers by providing income while 


easement to 


they wait for the seed to germinate. The 
times were not always so propitious. 

Stockholders who followed Charles M. 
Schwab’s leadership by buying Bethlehem 
Steel Corporation shares in 1904 waited 
12 years for a cash return. Buyers of 
United States Steel common in 1901 not 
only received sparse dividends for years 
(and these several times 
rupted) but, if the stock was acquired in 
that year in the neighborhood of $40 a 
share, they also saw the price go under 
$9 a share in 1904. 

In the 1900s, the man who described 
himself as an investor in industrial com- 


on end inter- 


mon stocks caused his friends to raise 


skeptical eyebrows. Industrial common 
stocks were. in general estimation, specu- 
lations . . . as, indeed, most of them could 
be labeled. 1900. to 
1910 railroad shares absorbed the better 
And it is 


to be said that the dividing line today 


In the decade from 
reasoned investment attention. 


between bona fide investment and specula- 
tion, when stocks are bought primarily for 
their erowth possibilities, is a hair-line. 
irrespective of the seasoning which most 
companies admitted to the Stock Exchange 
list have attained since their founding. 
When the field of research aimed at the 
detection of growth possibilities is broadly 
productive in dividends, it becomes easier 
to separate investment from speculative 
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as they wait for Capital Gains 


Growth Company Search Cushioned b 


ventures. The matter of growth then is 
brought within limits so far as definitions 
would apply to investment for growth .. . 

(1) Investment in expectation of a sub- 
stantially enlarged cash return from the 
existing facilities of a corporation, or (2) 
investment for a good cash yield at the 
moment plus an expectation on the stock- 
holder's part to benefit from facilities yet 
to be added to the company of his selec- 
providing 
greater asset values behind his stock hold- 
ings. The latter program might logically 
reflect the stockholder’s expectation of 
dividends to be paid in additional shares 
some time in the future or of advantage- 
ous “rights” to subscribe to more shares. 


tion, larger dividends and 


In relating investment to commitments 
in common stocks which are deliberately 
designed to gain advantage from cor- 
porate growth, the investor divorces him- 
self from the usual conception of invest- 
ment. The long-accepted idea of employ- 
ing investment money primarily for cash 
income and safeguarding of principal 
values is welded into a program for bene- 
fits anticipated. In case of the illustra- 
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tions mentioned, a long-pull investor of 
the 1900s had, as after-sight shows, a de- 
cidedly long pull ahead of him. Fortitude 
had to be exercised before rewards came 
in the shape of stock dividends and stock- 
splits, which capitalized deliberate growth 
of income-producing assets . . . and be- 
fore expected growth was converted into 
reality, cash dividends were irregular. 
marked by stretches when none was paid 
by the major steel companies. 


Faith In the Future 


Genuine investment in a decade when 
speculation set the market tone of those 
times could be illustrated by a long-range 
undertaking which brought an ample re- 
ward. The late Samuel Untermeyer. cor- 
poration lawyer, mentioned to the writer 
(then a newspaper reporter) on the day 
that Bethlehem Steel’s original common 
stock sold at $600 a share that the 20.000 
shares he owned had been bought for his 
heirs. “I believed in the company,” said 
he. “meaning a belief in the management. 
More than that, it seemed obvious that the 
future of the steel industry would be such 


Manufacturing DC-6 transports at Santa Monica, Calif. 
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as to give vigorous management an op- 
portunity to make the most of the nation’s 
crowth.” 

Comment of this nature suggests to 
the growth seeker that the status of an in- 
dustry calls for study before research is 


applied to individual corporations. 


Dividends 


Growth contemplated here is not limited 
to calculations which deal with the prob- 
abilities of an increased return on an in- 
vestment through cash dividends alone: 
the future is examined with an eye to en- 
larged earning assets and the devising of 
new products for manufacture and sale. 





Total 

Assets Funded Debt 
i, Se Uy re 
Pe aewiess (iy 5° ere eee 
| 27,377,276 $3.000.000 
PO  eainins 27.500.000 1.800.000 


Stock split 2 for 1 on Nov. 24, 1947. **Estimated. 


Corporate Exhibit Illustrating “Growth Company” Theme 


— Hooker Electrochemical Company — 


No. of Book Earned Div. 
Shares Value Per Share Paid 
335,085 $18.24 $3.18 $1.60 
335,085 21.11 4.42 2.00 
804,204* 15.58 3.36 1.20 
804.204 17.00 2.70 1.20 





securities of the company named 
this page. 





The statistics apply to fiscal years ended November 30. Book values per share of com- 
mon stock are derived from balance sheet figures at fiscal year-ends, except for the esti- 
mated value for 1949. Analysis of this year’s earnings shows that the low point coincided 
with the low point in rayon production last spring; the West Coast plant sells a sub- 
stantial part of its output for use in wood pulp manufacture, a product used largely in 
making rayon. Presentation of the statistics entails no suggestion to buy, sell or hold 
publication is merely to illustrate the discussion on 








Chemistry aids the manufacture of synthetic rubber 





such as the antibiotic chemicals that have 
in recent years widened the horizon of the 
chemical industry. In process of choosing 
a likely growth situation, it would be prac- 
tical to limit the field by setting aside in- 
dustries whose growth would appear to be 
mainly completed. 

Here, again, a definition of “growth” re- 
quires attention, for a gain derived from 
capital employment which was solely re- 
stricted to increased cash dividend pay- 
would entail a search different 
from one aimed at reasoned benefits 
through gain in capital itself. Many cor- 
porations progressed from moderate earn- 
ings to a substantial net income, with 
consequent advantage to stockholders. 
And growth is often sought in common 


ments 


stocks which are paying no dividends at 
all. 

The railroad industry hardly lends it- 
self to research aimed at extensive asset 
growth, which is to cast no reflection upon 
companies with thoroughly established 
earning power from existing facilities. In 
the mining area, except for ores contain- 
ing uranium and certain alloys, the re- 
searcher would probably decide that 
known reserves of metals are already in 
ownership of the copper, lead, zinc and 
other companies or that new asset growth 
appears restricted. 

The situation is far different with an- 
other product of mining—petroleum. It is 
different with manufacturing. especially 
the making of goods necessary in daily 
life; and, despite the encroachment of 
publicly owned organizations upon the 
private power. light and heat producing 
and distributing territory. the growth 


EWING GALLOWAY & A. DEVANEY 


Laying natural gas pipe line from Stinnett, Tex.. to Chicago 











germ can be traced in the public utility 
industry. The rapid extension of natural 
gas from Mid-continent reserves into east- 
ern areas this year—this fuel is already 
being distributed in a section of Greater 
New York—opens an area for growth 
company research which was considered 
secondary to other fuels a few years ago. 

Solely to supply an apt illustration of 
corporate growth at work, the Hooker 
Electrochemical Company is referred to. 
Among the chemical giants listed on the 
New York Stock Exchange, this company 
would be rated as of moderate size. The 
balance sheet at the end of last year 
showed total assets of $27,377.000. Start- 
ing commercially with the employment of 
electrolytic “cells,” in which the decom- 
position of salt takes place, at Niagara 
Falls, N. Y., in 1906, the products first 
sold were caustic soda and _ bleaching 
powder. During World War I, liquid 
chlorine, muriatic acid, picric acid, alum- 
inum chloride and other products were 
added on. Research facilities were ex- 
panded. 

Mainly by application of laboratory dis- 
coveries, more than 100 products are 
now made and sold, of which 30 or more 
were added in the last six years. 

Company records show that in 1935 
the net sales of chemical products other 
than basic chemicals (chlorine, caustic 
soda and hydrogen and certain deriva- 
tives) amounted to only about 10 per cent 
of the net sales of all the corporation’s 
products, whereas the corresponding fig- 
ure by 1947 approximated 67 per cent. 
Covering the eastern market, which con- 
sists of industrial consumers of Hooker 
products, from the Niagara Falls plant. 
the western market called for convenient 
manufacturing facilities and a plant came 
into operation at Tacoma, Wash., in 1929. 
An additional source of income, grown 
up over the years came through furnish- 
ing Hooker “cells” to other manufacturers 
on a sale and license arrangement. 

A “closely-held” company for many 
years, the evidence of growth received no 
great publicity outside of trade chan- 
nels. As adjusted for a 2 for 1 split-up in 
1947, the stock sold as low as $7.50 a 
share in 1941, Growth received atten- 
tion among investors subsequent to listing 
on the New York Stock Exchange in late 
1947, and buyers at prices of the early 
1940s have this year seen their split-up 
shares selling in a range from $24 to $33. 

This brief description of a growth sit- 
uation contains no inference or opinion 
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“Dollar Averaging” Demonstrated 


A subscriber writes, “In Tue Ex- 
CHANGE for last May a current program 
was mentioned, using ‘dollar averaging’ 
to buy around $200 worth of shares 
monthly of a common stock selling under 
$20 a share. The reference noted (1) that 
the investor was buying with the possi- 
bility in mind that the $1.50 a year divi- 
dend might be reduced, thus logically edg- 
ing the stock price downward should a 
reduction occur, and (2) he calculated 
that if, and when, the dividend were low- 
ered, he would obtain an increasing num- 
ber of shares per month, with a conse- 
quent quite rapid gain in principal value 
of the investment when better earnings 
should tend to strengthen the price. Is it 
possible to report how the venture worked 
out, now that nine months have passed— 
the program began in February or 
March?” 

THe EXCHANGE is able to record the 
investor’s experience as follows, in ac- 





quiring 100 shares in lots bought 
monthly: 
Purchases Shares 
No. Bought Price Cost* 
ere ll 17 $193.55 
ere 12 154 189.60 
| ree 13 1514 203.55 
Diba hiwrs 16 1334 220.007 
re 12 15% 192.60 
ree 12 1554 194.10 
Pokannd 14 16 231.22% 
Roccweied 10 173% 180.25 
Total 100 av. cost $16.05 $1,604.87 


*Including commissions and taxes. iInclud- 
ing one share bought with dividend receipts. 
tIncluding two shares bought with dividends. 


At an average cost of $16, the yield is 
9.3 per cent... for the dividend was not 
reduced. The investor informs THe Ex. 
CHANGE that, although he originally 
planned to acquire a maximum of 200 
shares, the price “firmed up” too rapidly 
for his purpose after 90 shares were ac- 
quired, so he rounded out the “full lot” 
(100 shares) and transferred his pro- 
gram to another stock. 

The dollar-averaged stock, Commer- 
cial Solvents, recently sold at 1934 a 
share. At this price the investment showed 
a market appreciation of about $375. 
Epivor’s Note: This exhibit of dollar averaging 
in action discloses short-range results in one of 
the less volatile dividend payers; that is, the 
stock seldom swings over a wide range of prices. 
Nevertheless, the mathematics involved “in buy- 
ing more shares for a given amount of money in 
the lower price ranges when dollar averaging 
is applied” received a practical demonstration. 


Curtain Raiser for 1950 


(Continued from page 2) 
doubled. Ten thousand dollars deposited 
in a savings bank in 1933 or 1934 has 
today the buying power of less than 
$6,000. The Dow-Jones industrial average 
at its highest closing in 1933 stood at 
108.7 and in 1934 at 110.7. Purchase of 
well selected stocks in 1933 or 1934 when 
tinkering with the dollar commenced pre- 
served the buying power of savings far 
better than cash or bonds. 

Political expediency demands reason- 
able stability of the economy in 1950. If 
business starts to deteriorate again, the 
Administration and Congress probably 
would cooperate in providing tax relief 
as it bears on individual investors. 








about the stock’s worth, either current or 
projected. A parallel reference, for the 
purpose of illustrating the growth theme. 
could be made to the Pure Oil Company. 
among the junior petroleum concerns. 
The dynamic character of the industry, in 
which the company’s history during the 
1920s and 1930s was marked by gradual 
but steady gains, aided notably in promot- 
ing growth of recent years. Until 1939, 
dividends were irregular—none was paid 
on the common stock from 1930 to 1937 
and uninterrupted annual payments have 
been made only since 1939. 

Growth lay in the integrated character 
of the company’s business, extending 
from production drawn from sizable ac- 


reage to retail distribution of its products. 
The expanded post-war demand for oil 
quickly pushed earnings upward; a num- 
ber of important oil discoveries on com- 
pany leases in West Texas and Wyom- 
ing contributed to earnings last year be- 
yond the expectations of many persons 
familiar with the Pure Oil story. 

The researcher has material in the nat- 
ural gas outlook and new oil refinery fa- 
cilities of the company, as in case of some 
other oil producers, for measuring growth 
prospects of the future. Again it will be 
noted that the growth researcher’s atten- 
tion is directed first to the study of an 
industry before its components are ana- 
lyzed. —WiiuiaM W. Craic. 
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Announcements of new listings of securities are confined mainly to a brief description of the 


issuing corporations’ business and facilities. Detailed. information is contained in the Listing 
Applications which may be obtained from member firms of the New York Stock Exchange. 
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ERICAN NATUR 
MNS COMPANY 


3.044 $55 Shares 
" No Par 


ANG 


stock 
Common Stock, 


Ticker Symbol: 





Pipe line construction near Ottumwa, Ia. 


NCORPORATED in 1901 under the 

name American Light & Traction Co., 
the corporation is one of the oldest pub- 
lic utility holding companies. It has paid 
dividends each year on its common stock 
since 1904 and on its preferred stock 
since issuance in 1901. The current an- 
nual dividend rate on the common stock, 
owned by approximately 15,000  stock- 
holders, is $1.20 per share. 

During 1948 and 1949, in a series of 
transactions designed to comply with the 
requirements of the Holding Company 
Act, the corporation disposed of its in- 
vestment in common stock of The De- 
troit Edison Co. and of its sole remaining 
electric utility subsidiary, Madison Gas 
and Electric Co., and through its sub- 
sidiary, Michigan-Wisconsin Pipe Line 


“ON THE NEW YORK STOCK EXCHANGE 





Company, it constructed a natural gas 
pipe line from the Hugoton Field in Texas 
to Michigan and Wisconsin. American 
Natural Gas owns all of the common stock 
of Michigan Consolidated Gas Co. and 
Michigan-Wisconsin Pipe Line Co. and 
approximately 99.77 per cent of the com- 
mon stock of the Milwaukee Gas Light Co. 
With the commencement of delivery 
of natural gas by Michigan-Wisconsin 
Pipe Line Co. in October, 1949, and the 
conversion of the distribution facilities of 
Milwaukee Gas Light Co. from manufac- 
tured to natural gas service, to be com- 
pleted about the end of 1949, the parent 
company will have become an integrated 
natural gas system, with control of a 
major portion of its natural gas supply. 


“Rights” Offering 


During 1948 and 1949, to comply with 
the Holding Company Act, approximately 
55 per cent of the common stock of Amer- 
ican Natural Gas, representing the hold- 
ings of The United Light and Railways 
Co., was distributed by that company 
chiefly through two offerings of “rights” 
to its common stockholders. To provide 
equity capital required to assist in financ- 


Offices of Milwaukee Gas Light Co. 


ing its rapidly growing system, American 
Natural Gas in November, 1949, offered 
its common stockholders the right to pur- 
chase at $28.25 per share one new share 
of common stock for each 10 shares held. 

Two distributing subsidiaries, Michi- 
gan Consolidated Gas Co. and Milwaukee 
















Gas Light Co., serve an area in Michigan 
and Wisconsin with a population in ex- 
cess of 3,200,000. The principal cities 
served are Detroit, Grand Rapids, Mus- 
kegon and Ann Arbor, Michigan, and 
Milwaukee, Wisconsin. Important indus- 
tries, including the major automobile 
companies, are located in the territory. 
Michigan Consolidated and Milwaukee 
Gas Light serve approximately 872,600 
customers. Milwaukee Gas Light owns all 
the common stock of Milwaukee Solvay 
Coke Co., Milwaukee, a standby facility 
in event of interruption of the natural gas 
supply. 

As of Sept. 30, 1949, total assets 
of the American Natural Gas system were 
approximately $296,000,000 as the bal- 
ance sheet reveals, with utility plant at 
original cost representing approximately 
$254,000,000. In the twelve-month period 
ended Sept. 30, 1949, consolidated net in- 
come available for the common stock was 
$4,737,490, equivalent to $1.71 per share 
on the shares outstanding on that date 
or $1.55 per share on the shares now out- 
standing. 

In addition to the 3.044.855 shares of 
no par common stock having an aggre- 


River Rouge Station of Michigan Consolidated 


gate book value of $81,867,096 (includ- 
ing $4,846,105 of surplus), American 
Natural Gas has outstanding 30,554 
shares of $25 par value 6 per cent non- 
callable preferred stock and $14,500,000 
principal amount of 234—4 per cent col- 
lateral trust notes due serially to 1958. 
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VER 
course of expansion after the war. 
a number of companies have followed the 


since business started on its 


practice of conserving part of their earn- 
ings by declaring dividends in_ stock, 
rather than enlarging their cash payments. 
Partly responsible for this trend is the dif- 
ficulty of obtaining new equity capital un- 
der the provisions of the present tax laws. 
\s a result, industry has had to place in- 
creased reliance on retained earnings for 
funds for expansion. In 1948 there were 
39 companies on the Exchange which dis- 
tributed stock dividends to their share- 
holders. Again this year, including dec- 
larations through December 12, a total of 
39 companies are paying dividends in 
stock. 

For some companies, this year marked 
a turning point when they no longer felt 
a pressing need to retain a high proportion 
of their earnings and, accordingly, were 
able to pay out larger cash dividends. 
Standard Oil Company (New Jersey). after 
paying a 2 per cent stock dividend last 
June, declared that it did not contem- 
plate any additional distributions of stock 


Stock Dividends Maintain 1948 Seale 


in the near future. Later in the year the 
company raised its cash dividend rate. 
paying $2.50 a share last December 12, 
which compares with a cash payment of 
$1.50 a share last June 10. Both Republic 
and Armco Steel distributed dividends in 
stock in 1948, but did not do so in 1949, 
Armco Steel, which was on a 50-cent quar- 
terly basis in 1948, raised its quarterly 
rate to 621% cents a share in 1949. Re- 
public Steel paid a 1949 year-end extra 
of $1.25 a share. which compares with an 
extra declaration at the close of 1948 of 
only 25 cents. 


Frequent Distributions 


Other companies have regularly made 
distributions of stock over a period of 
years as a means of capitalizing their 
erowth. In this classification are Interna- 
tional Business Machines and Sun Oil. In- 
ternational Business Machines provides an 
unusually interesting history of additional 
value, in stock, accruing to holders 
through periodic stock dividends. The 
company has paid a stock dividend in 
every year since 1930, with the excep- 





DIVIDENDS PAID IN STOCK DURING 


(Declared through 12-12-49) 


Per Ex-Div. 
Cent Date 
American Seating Co....... 0 5% 3/11/49 
- eres 10 11/17/49 
Beech Aircraft Corp........ 50 1/20/49 
Beneficial Indus. Loan Corp. 10 12/ 1/49 
Bush Terminal Co.......... 5 2/23/49 
Cooper-Bessemer Corp...... 50 6/27/49 
Canes Pees, We. 266606020 2 11/10/49 
PO CAIN 5 die ccapoumincien 662 3/18/49 
ee COR. bcs seks comens t 4/13/49 
- © Suan anediors ROE 1 10/14/49 
Eastman Kodak Co......... 5 12/22/48 
Emerson Radio & Phonograph 
RE kina where nese OoEN 10 12/ 1/49 
Food Machinery & Chem.....14 1/ 1/49 
Froedtert Grain & Malt. Co. 10 7/13/49 
General Time Corp. ....... 10 12/10/48 
SS eer eee eee 2 11/23/48 
Grand Union Co........... 5 5/ 5/49 
Granite City Steel Co....... 4 12/ 1/49 
Hat Corp. of America...... 20 11/ 7/49 
Household Finance Corp.... 10 11/30/49 
Hudson Motor Car Corp.... 5 , 2/ 2/49 


1949 

Per Ex-Div. 

Cent Date 
Industrial Rayon Corp...... 5% 12/14/48 
Int'l. Business Mach. Corp.. 5 1/ 5/49 
Johnson & Johnson........ 5 10/21/49 
Jones & Laughlin Steel Corp 5 5/ 4/49 
Liquid Carbonic Corp...... 5 12/30/48 
RONG GGG i. c.ccccavceaes 10 12/22/48 
Noma Electric Corp........ 3 3/11/49 
Pfeiffer Brewing Co........ 25 9/13/49 
Plymouth Oil Co........... 2 11/ 2/49 
Publicker Industries, Inc... 2144 2/24/49 
= ” “ .. 2% 8/29/49 
Reed Roller Bit Co......... 5 9/21/49 
Rohm & Haas Co. ......... 1 11/30/49 
ee SY ers 10 11/30/49 
BEGG Ge CGe. exc eweiecsn 10 2/11/49 
= iia rn rr 10 7/28/49 
Standard Oil Co. of Calif... 5 12/ 8/48 
Standard Oil Co. (N. J.)... 2 4/20/49 
IN TOE OB eco iaccmscumesus 10 11/10/49 
Texas Gulf Producing Co... 5 4/11/49 
Thatcher Glass Mfg. Co..... 3 12/13/49 
U. S. Plywood Corp. ....... 2 12/29/48 











tion of 1933, 1934 and 1947. The smallest 
distribution was 2 per cent in 1935: in 
most years a 5 per cent payment was 
made. In 1946 a 25 per cent stock divi- 
dend was declared: this was followed by 
a 75 per cent payment in stock in 1948. 

In its dividend compilations. THE Ex- 
CHANGE any distribution in 
shares of less than 100 per cent as a stock 
dividend. Those of 100 per cent or higher 
(two new shares for one old share. or any 
higher ratio) are regarded as stock split- 
ups. An article scheduled for the January, 
1950. issue of THE ExcHANGE will review 
all stock split-ups among issues on the 
New York Stock Exchange during 1949. 


considers 


Moderate Sizes 


In size, most of the year’s stock divi- 
dends came within the 2 to 10 per cent 
range, The only distributions of greater 
amount were: Dana Corporation 6674 
per cent; Beech Aircraft 50 per cent; 
Cooper-Bessemer 50 per cent: Pfeiffer 
Brewing 25 per cent; and Hat Corporation 
20 per cent. 

Four additional companies 
stock dividends on two occasions during 
the year. They are American Seating. 
Duplan, Publicker Industries and Skelly 
Oil. 


decla red 





Stocks’ Rewards 


(Continued from page 5) 


in the portfolio at average prices of 1939, 
the investor’s return would be $66.85 this 
vear, or 8.2 per cent on the invested prin- 
cipal. 

Although stock split-ups frequently give 
a stockholder no immediate financial ad- 
vantage that he did not have before his 
shares were divided, the investment im- 
plications of a split in the stock of 
a corporation in a dynamic industry 
are often significant. In this illustrative 
survey, the owner of one share of du 
Pont and Sears, Roebuck bought in 1939. 
and kept, would now have four shares in 
each case: and three shares instead of one 
in case of U. S. Steel, and Union Carbide 
& Carbon. Corporate history contains the 
story of many companies whose stock was 
split and then split again; not a few have 
paid stock dividends as well. 
Wittam W. Craic 
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HE listing of a corporation’s securi- 
ties on the New York Stock Exchange 
~ | starts a new chapter in the company’s his- 
tory. in which events are reflected in two 
fields—in results accruing to the corpo- 
ration, and in benefits to investors. In 
9. this discussion, illustrated by statistics of 
c. three companies which are presented on 
. the next page. the emphasis is laid in the 
exhibits upon advantages enjoyed by the 
'e stockholders. 
|- The hand-picked companies—Eastman 
is Kodak. F. W. Woolworth and Shell O11 
- Company—stand among the larger or- 
if ganizations of the list. referring to assets 
y and size of their stock issues. In these 
e respects they are hardly representative of 
u the majority of listed concerns. but 
). through similarities between two of them. 
n and by certain contrasts. they offer ele- 
° ments for study in investment research. 
e On another page of the magazine, a 
e survey of “growth company” elements is 
s found, and it may be said that the com- 
* panies here referred to could have found 


a place in that article. For all of them 
emphasize the corporate product of dy- 








namic industries in which common stock 
investors have shared. 

In examining the statistics, the reader 
probably will first take note of the ag- 
eregate cash dividends paid since listing. 
These are resounding figures, of more 
than a half-billion dollars each in two in- 
stances, of nearly a third of a billion in 
the other: vet, if averaged over the 43 
vears for Eastman Kodak. 36 years for 
Woolworth and 26 years for Shell. it i 
found that stockholders’ cash return (if 
they had acquired their interest when the 
stocks were listed and retained them) has 
heen less impressive in Eastman and 
Woolworth than an investment advantage 
in the form of enlarged share holdings. 


Principal Gain 


That is, since the stocks were listed, the 
market value (principal appraisal) has 
increased many fold. To be precise. an in- 
vestor in 25 shares of Eastman Kodak at 
approximately $150 a share in 1905, the 
year of listing, would have 1,312 shares 
today (eliminating the fractional share 
entailed in the 1949 stock dividend of 5 


Dividends 


plus gain 


after listing 


H. ARMSTRONG ROBERTS 






in assets 


register 


P rO&kress 


per cent). The cost: 33.750—today’s ap- 
proximate market appraisal. $62,976: 
cash dividends in 1949, $2,230, or about 
60 per cent on original cost. 

Reference to the stock split-ups and 
stock dividend in the statistical table re- 
veals the enlargement of principal. A sim- 
ilar process of capitalizing growth of 
earnings and productive assets is seen in 
the Woolworth company. The buyer and 
holder of 25 shares in 1912 would have - 
paid about $2.450, whereas his principal 
investment, current. would be worth in 
the market approximately $22.800 for the 
180 shares owned. or an advantage of 
nearly 10 times the original outlay. upon 
which a return in dividends this year 
would be $1,200. The yield, for the vear. 
would be nearly 50 per cent of the origi- 
nal cost. 

The stockholders’ experience in Shell 
Oil Co.. starting from the date of listing 
on the Stock Exchange, would be quite 
dissimilar from the others. By 
thumb-nail history, the company is some- 
times called “the American unit of the 
Royal Dutch-Shell oil group.” the latter 


way ol 
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being one of the major European con- 
cerns. “American shares,” issued against 
Royal Dutch-Shell stock, were originally 
lodged in the United States, becoming the 
basis of an integrated company with do- 
mestic production, refining and market- 

e facilities. 

\s the stockholders 
have received no benefits in the form of 
stock dividends and split-ups, through 
such steps as Eastman Kodak and Wool- 
worth took in capitalizing earnings and 


statistics show. 


property additions. However, they bene- 
fited in another way from capital opera- 
tions. Subscription rights, dealt in on the 
Stock Exchange, on 2,000,000 new shares 
of stock were issued in October, 1923. 
and on 3,000,000 shares in November. 
1928. the stock being sold to provide 
funds for investment in shares of other 
companies in process of Shell Oil’s ex- 
pansion. 

Cash dividends have been substantial 
in proportion to the stock’s prices- -also 
in proportion to per-share earnings since 
1936. when uninterrupted annual divi- 
dends began subsequent toa lapse of five 
vears—and this vear’s yield on the orig- 
inal cost of 25 shares at the time of list- 
ing was about 24 per cent. A stockholder 
who “stayed put” through the vears has 
seen his principal. in market appraisal 
increase a bit more than 300 per cent. 

A little arithmetic will show that, on 
an elapsed time basis, the aggregate cash 





Statistical and other factual infor- 
mation regarding any securities re- 
ferred to in THE EXCHANGE has been 
obtained from sources deemed to be 
reliable but THE EXCHANGE assumes 
no responsibility for its accuracy or 
completeness. Neither such informa- 
tion nor any reference to any particu- 
lar securities is intended to be or 
should be considered as in any way a 
recommendation for the purchase, sale 
or retention of any such securities. 











dividends paid by Shell Oil have been 
proportionately slightly greater than for 
Eastman Kodak, and somewhat less than 
in the case of Woolworth. Shell Oil’s list- 
ing, which took place only a few years 
before the prosperity of the 1920s gained 
headway, occurred more than 10 years 
later than Woolworth’s and 17 years later 
than Eastman Kodak’s. Dividends of all 
three companies reflect rapid growth. 


Stimulus to Investment Thought 


The foregoing likenesses and contrasts 
among prominent listed companies con- 
tain no suggestion as to current worth 
of the shares, nor is any urge intended 
for purchase or sale. The material is pre- 
sented solely to afford readers, unfamiliar 
with the statistical development of the 
three companies since they were listed on 
the Stock Exchange market, significant 


facts to examine. The collateral intention 
is to direct investment thought in the 
direction of study among the many listed 
common stocks which have reflected over 
long periods the dynamic, profit-earning 
character of industries which they rep- 
resent. The term industries is used in a 
broad sense, applying further than to 
“industrial stocks” alone, and includes the 
public utility field with its wide range of 
operating companies. 





Income Every Month 


(Continued from page 3) 


tor as he studies the yields available, so 
that the average yield of the middle group 
would be raised somewhat. 

On the subject of the permanence of 
today’s relatively high level of stock 
yields, a large factor in favor of the in- 
vestor is that, for most companies, the 
substantial dividends which they are pay- 
ing in 1949 do not represent a large por- 
tion of their net earnings. It is currently 
estimated that, on the average, only be- 
tween 50 and 55 per cent of corporate net 
earnings are being distributed in divi- 
dends this year. Before World War II, 
corporations usually paid out about 70 
per cent of their net earnings. This is a 
measure of the leeway in the current situa- 
tion; earnings of many companies could 
recede considerably without dividends 
being cut much if at all. 





Corporate Development 


CoMPANY 
Date of original listing 


Wasted PaaGte ince. 6.6 00:0 00seeois (millions) 
ROE” 5c asscnccecene (millions) 
Long-term debt 
Preferred stock 
Common stock 


All surplus 


No. of common shares outstanding (thous. ) 
\pproximate price of common....... ($) 
Cash dividends on the common stock from 

first full year of listing through 1948.. 


Record of stock dividends or splits since 
ME Ce Nis 25. oneal e eaeuw Sas 


“Nearest balance sheet date available. 


Subsequent to Listing on the New York Stock Exchange 


EastTMAN Kopak Co. 
April 12, 1905 





Then Now Then 
$31 $420 $69 
6 6 iS 
20 130 50 
3 174 3 
195 12.999 500 
150 48 98 
$528.221.136 


1922: 10 for 1 split-up. 1920: 
+ 1947: 5 for 1 split-up. 
| 1949: 5% stock dividend. | 1927: 





F. W. Wootwortu Co. 
June 26, 1912 


$565.771,900 

30% stock dividend. 
1924: 4 for 1 split-up. 
50% stock dividend. 
1929: 214 for 1 split-up. 


SHELL O1L Co. 
December 22, 1922 


Now Then Now 

$342 $216 $641 

5 — 122 

— 20 

98 182 202 

189 5 176 

9,704, 8,000 13.471 
4714, 121% 3814 


$323.918,978 


The company, known 
until recently as Shell- 
Union Oil Corpora- 
tion, has declared no 
stock dividends or 
split the stock. 
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Letters to the editor in whole or in part, are presented here as a 





contribution to current 


discussion of investment, economic and general financial subjects of public interest. 


ATLANTA, GA. 

Your article about electrical equipment 
companies in the November issue and the 
piece on chemicals in October struck me as 
showing an advance in editorial judgment. 
The deductions about the outlook for these 
industries were supported by facts concern- 
ing individual company earnings; and, this 
method of treatment without a mass of 
statistics, gave this regular reader of THE 
EXCHANGE material to study—material of 
the kind upon which investment decisions 
may be based. Doubtless many readers like 
to peer into fields opened by statistics—I, 
myself, am impressed by dividend records 
and yields—but there must be quite a num- 
ber who like straight, analytical discussions. 
Keep them up. J. &. T. 


BURLINGTON, N. J. 


Would that the long-time dividend records 
of certain common stocks on the New York 
Stock Exchange had been publicized years 
ago in the way they have been this year. 
I, for one, would have a far better list of 
investments than I have—being the kind 
of investor who “plugs” along, buying when 
he can and probably relying too much on 
other folks’ “opinions” and being reluctant 
to sell after buying. H.. i. 


Editor's Note: Although the longest records of 
annual payments are a decade older today than 
they were 10 years ago, they were impressive 
then and evident to investors who looked them 
up. What has happened this year is an enlarged 
desire for good income yields from dividends, to 
offset the fallen purchasing power of the dollar. 


NEW YORK CITY 


People are more careful in spending when 
the dollar’s buying power is down. 
Seems to me they examine stocks these days 
with something of the care they apply to 
the wearing quality of a suit of clothes be- 
fore handing over the purchase price. That 


is one reason why hasty speculation is in the 
discard, why the market is more sober than 
it used to be, why the first thing careful 
investors look at is dividend records and the 
percentages available on money invested. 
In my estimation, prices stand in third place 
when individual stocks are examined. In 
speculative periods, price gets the call, not 
only the price of a moment but the price 
that a person sees in his imagination for 
next week or next month. People will be 
better off in the long run if they pay chief 
attention to dividend records and yields. . . 
Your magazine helps them do it. 


K. R., Jr. 


PROVIDENCE, R. I. 


I recently received a copy of your Spe- 
cial Edition from our local brokers and con- 
sider it the best financial publication I’ve 
seen in years. . . . You are most certainly 
offering a great deal for the small sum of 


one dollar. W. §. C. 
PHILADELPHIA, PA. 


Adding up the 1949 dividends of the 11 
companies in which my wife and I own 
stocks, I have been agreeably surprised to 
find a 10 per cent increase over last year. 
There is still time for two of them that paid 
year-end extras in 1948 to take action in 
time for payment before December 31, but 
whether they do or not, it seems to me that 
corporations are paying out more of their 
net earnings than they did in 1948. Our 
shares have paid dividends annually without 
a slip for 12 to 50 years. H. B,J. 


KANSAS CITY, MO. 


In seeking to estimate future industrial 
earnings an investor would be wise 
(and I am taking the matter into my cal- 
culations) if he recognized among his basic 
criteria in studying stocks the fact that this 


country’s population now exceeds 150,- 
000,000. That is, there are something like 
15,000,000 more consumers in the United 
States than in 1938-40. Is it not possible that 
our industrial establishment, as much as it 
has been enlarged since 1940, will show 
before long that it is none too large to fill 
consumers’ needs, even in “normal” times? 


ys Soe 
AUBURN, N. Y. 


The Dow Theory, so far as my reading 
goes, has not received much emphasis in 
a year and a half, not since the railroad 
stocks “confirmed” the industrial steck ac- 
tion in May, 1948, subsequent to which the 
industrial average quickly rose to 193.16 
and thereafter retreated to 165.39. Traders 
who bought stocks on the confirmation didn’t 
get very far on the upside; those who stayed 
with their holdings must have had a severe 
paper loss before the year end. Has the 
Theory been bankrupted by the swing of 
the market over to investment rather than 
speculative business? Fr. & 
Editor’s Note: This publication is not an au- 
thority on the Dow Theory. Market history 
notes that partisans of the Dow idea of rail and 
industrial stock phenomena allow plenty of time 
for action and reaction to occur. 


SPRINGFIELD. MASS. 


Recently split shares. thinking of du Pont 
and U. S. Steel as examples, have found the 
market setting excellent. Stockholders have 
been less inclined to sell part of their in- 
creased shares, as they might have done in 
an inert market uncolored by expectations 
of improved business prospects. The stocks’ 
action, too, suggests that new buyers have 
come in, thus broadening the ownership, en- 
larging stockholder lists. 


W. F. McD. 









The Stockmeyers believe that 

a good way to teach their 
children money management 

is to give them practical 
experience. Thus Lona, 
second from left, keeps 

a flock of white Plymouth Rock 
chickens—assisted by 

Paul, Ted and Carol. 


“Their future 


is in our hands... 


thats why investment in income -producing common 


Proud of their home, and of Wayne, 
Mr. and Mrs. Stockmeyer are 
active in community affairs. Mr. 
Stockmeyer is a member of the 
Wayne School Board and a director 
of the local Community Fund. 


stocks is a part of our familys financtal program.” 
Mbnman O Sch eger WAYNE, MICH 


“When a man has four wonderful youngsters to bring up and 
educate as well as he possibly can, his personal financial program takes 
on an importance second to nothing else,” says Mr. Stockmeyer. “This 
is especially true when he is in business for himself, as I am, and has 
to build his program without social security. unemployment insurance 
or company pensions. 


“Years ago, my wife and I decided to start a ‘fund for the future.’ 
We put aside every dollar we can spare, and we invest these dollars 
regularly where they will work for us ...a good part of them in 
dividend-paying stocks listed on the New York Stock Exchange. 

“We make our investment selections carefully, and receive a 
gratifying return from them. This year our stocks are paying us better 
than 6%, on the average. We have profited also from increases in the 
market values of our securities. Our fund is growing faster, we believe, 
than it would invested in any other way.” 


Mr. Stockmeyer says about invest- 
ment: “Certainly we recognize the 
risk in ownership of common stocks 
—the same risk you have in owner- 
ship of any form of property, in- 
cluding real estate which is my own 
business. That’s why factual infor- 
mation is so important to investors.” 


YOU AND YOUR INCOME A booklet, “Investment Facts About 
Common Stocks and Cash Dividends,” 
shows the following average cash yield 


Luvest wisely... 


Opportunities for income, available in 


the dividend-paying stocks on the New 
York Stock Exchange, are interesting 
those with surplus funds. Current 
yields and other investment facts may 
be obtained at offices of Member Firms 
of the #xchange. 

Yields change as market prices and 
dividends change. Informed investors 
keep this in mind, as they do the many 
other factors that affect investment 
values. 


on all dividend-paying stocks on the 
Stock Exchange for each year since 
1940, based on year-end prices (esti- 
mate for 1949 on recent prices) : 

1940 1941 1942 1943 1944 1945 1946 1947 1948 o49 
6.1% 9.3% 78% 6.1% 5.0% 3.6% 4.8% 6.3% 7.8% 7. 
This booklet may be had without 
charge from a Member Firm or by 
writing to the New York Stock Ex- 
change, Dept. E1, 20 Broad St., N. Y. 5. 


through a Member Firm of the 


New York 
Stock Exchange 
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